




Feasibility Study


Lecture 2:  Introduction to Feasibility Studies


Lecturer:  Fidela R. Balajadia
Associate Professor 2
University of the Assumption, Philippines









Lecture Learning Objectives
At the end of the lecture, you will be able to:
1.	Define what feasibility means;
2.	Identify the purposes for preparing a feasibility study;
3.	Describe the qualities of a good feasibility study;
4.	Discuss the usefulness of a feasibility study; 
5.	Describe the limitations of a feasibility;
6.	Develop possible project ideas;
7.	Identify business opportunities or different study possibilities; and
8.	Enumerate outside experts and specialists needed for the feasibility study

DEFINITION
	Presently, there is no authoritative definition of the term feasibility study.  Time perhaps will come when there will be one.  Possibly, the reasons for the lack of a definition are that first, no institution has received government recognition for being established solely for the purpose of monitoring or evaluating feasibility studies; second, professional individuals or consultancy offices that conduct feasibility studies have not organized themselves into a unified body to seek public recognition and thereby prescribe an authoritative definition of the term and third, the exercise of preparing a feasibility study has not gained the status of a profession.
	Apparently, several definitions of the term have come out and a few of these are quoted here. Certain salient features are common among these definitions.
Cabrera (2000), for instance, defines a feasibility study as a “systematic investigation which ascertains whether a business undertaking is viable and if so, the degree of its profitability.”
Another source from http://dictionary.reference.com/browse/feasibility states that it is “an analysis or research into the practicality of a proposed plan or method, based on factors like marketplace, competition, available technology, manpower and financial resources.” 
Another definition from http://www.investopia.com/terms/f/feasibility-study.asp) mentions that feasibility study is an analysis of the ability to complete a project successfully, taking into account the legal, economic, technological, scheduling and other factors.
Wikipedia defines it as an “evaluation and analysis of the potential of the proposed project which is based on extensive investigation and research to support the process of decision making.” (http://www.wikipedia.org/wiki/Feasibility_Study).
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Purposes of a Feasibility Study
The underlying concept behind the conduct of a feasibility study is to test the viability of a business project in all areas.  This is the general purpose why a feasibility study is undertaken.
Corollary to this underlying premise, a feasibility study is conducted.
1. To enhance the sustainability of a particular business currently undertaken
2. To easily facilitate the evaluation of a project’s success in all areas covered by the study
3. To seek the infusion of additional fresh working capital from a financial institution
4. To determine the recovery period of capital investment or expected return on investment
5. To serve as measuring instrument in evaluating actual project results against what the study reveals

6. To reduce, if it cannot be totally avoided, the expected business difficulty that maybe experienced during actual implementation

7. To meet and satisfy the requirements set by the investors of the proposed business project
Qualities of a Good Feasibility Study
Investors consider a number of factors before investing in a certain project, most especially if the amount involved is material. They properly screen and evaluate both the qualitative and quantitative aspects of the information they gather on the project.  A feasibility study serves as the medium in conveying valuable information to prospective investors.  For a feasibility study to be convincing, it must be comprehensive, objective, simple and reliable.
Comprehensive. The study should fully cover all the areas that need to be scrutinized.  It should present the overall perspective of the project so that users are properly guided in making an economic decision.
	All information that may possibly be needed by the users or prospective investors should be presented to answer all possible queries that may arise as the users scrutinize every aspect of the study.  Complete and comprehensive information is necessary to hasten the formulation of decisions.
Objective. Being objective denotes the unbiased presentation of the findings of the study based on a fair evaluation and critical analysis of data from various sources.  Data should not be manipulated to meet the specific needs of a particular purpose.
	However, the objectivity of the study should not be distorted by the fact that it is a combination of both facts and the professional opinion of the project proponent.  The study should not only contain absolute facts and figures from quantitative sources but documented opinion and assumptions as well, to make it persuasive and well-balanced.
	The study should indicate the strong and weak points of the proposed project.  Similarly, it should present the advantages and disadvantages of a particular strategy or method of the analytical process.
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Simple. The language and expressions used in a feasibility study should be simple to enhance understanding.  The orientation and background of its prospective readers should be taken into consideration when preparing the final output.
	Verbose expressions are discouraged and simple language is promoted.  If technical terms cannot be avoided, they should be expressed at the level of the reader’s understanding.  Simplicity, however, does not mean that terminologies or technical terms in specialized fields will be totally avoided.  Rather, terms and concepts should be clearly defined and explained in such a way that they can be easily understood by the readers.
Reliable. Reliability means that there is a high degree of truthfulness in the available data, in the analysis and evaluation and in the conclusion of the study.   A study is considered reliable when it satisfies fully the requirements of objectivity, is considered free from errors and is neutral.  The data are not manipulated and findings are not directed towards the need of a specific user.
	Reliability also depends on the qualifications of the person preparing the study.  A good academic background, long working experience in the specific field of study and in related areas, and skills and technical expertise in the area of specialization are major qualification requirements of the person conducting the study.
Usefulness of a Feasibility Study
A proposed project can benefit from the results of a feasibility study in various ways,
•	One, for the benefit of project proponents, it is still the most scientific instrument, with different interdependence  aspects, that can be used in project design or redesign
•	Two, it can minimize, if not totally eradicate, the business difficulty that may be experienced in the actual implementation of the project. 
•	Three, it is considered as the most reliable instrument in making a decision whether to implement or discard a project, which again, would directly benefit the investors.
•	Fourth, it is the most comprehensive medium with which to evaluate a project in terms of funding or additional fresh capital or tax exemption incentives.  
•	Fifth, it is an effective tool in evaluating the profitability level and sustainability of a proposed project.  Prospective investors put much weight on this aspect of a project during the analytical process.
Limitations of a Feasibility Study
Though a feasibility study provides substantial benefits to users, it has some inherent limitations.
•	One, valuable information greatly needed in the study is not readily available.  
•	Two, the cost of gathering the necessary data required in the analysis, formulation of conclusions and drafting of recommendations is very high.  
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•	Three, the competitors may have available data directly related to their operations, but they may hesitate to share such information because of confidentiality in terms of effects on taxation, production process, marketing strategies, market share and other related aspects of the business.  
•	Four, the person undertaking the study may not have acquired the necessary professional expertise and competency in making the feasibility study. 
•	Five, a feasibility study, though conducted by a competent individual and with all necessary data available, still remains a forecast and nobody can vouch for the attainability of the forecast.  
Developing Project Ideas
	This topic contains a list of guides in helping one come-up with business ideas for a feasibility study:
1. Consider the “Business Environment”
Philippines society is usually classified into various market groups.  For example, 
if your target market is composed mostly of young people, a good business idea is one that relates to the “needs of the young community” like toys, pocketbooks, or other “youth” needs.

2. Consider “Import and Export Figures”
Through the Philippines Statistics Authority (PSA) formerly known as National 
Statistics Office (NSO) publications, you could easily get figures of these.  The study of import figures could inspire a business involving local substitutes.  Export figures on the other could inspire a business involving the development of local resources.
3. Consider “Available Skills”
The availability of local skills is also a good source of business ideas-not of similar 
businesses, but of related ones.  For example, a proposed business site noted for producing agricultural products may lead to a viable food processing business venture.
4. Consider “Local Raw Materials and Resources”
If a probable business site is known for its forests, minerals, or marine resources, 
Why not identify related processing projects? If the site is near an industrial dam where electricity is obviously cheap, why not consider power-intensive businesses?
5. Consider “New Technology and Developments”
A number of government and private organizations have already done some
research for different industries for public dissemination.  These could be borrowed to come up with suitable projects where your proposed business site may be located.  For example, if your business site is in a low-lying area, why not inquire from the Bureau of Fisheries and Aquatic Resources for possible business ventures in the locality?
6. Consider the “Inter-agency Opportunities”
Growing industries usually carry with them the establishment and need of related 
ones.  An example of which is the rise of packaging firms near food manufacturing and processing plants, or the increase in the number of eateries, gasoline stations, and vulcanizing plants, along newly built highways.
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7. Consider “Industry Studies”
The Department of Trade and Industry (DTI, the Private Development Corporation 
of the Philippines (PDCP), and the National Economic and Development Authority (NEDA) have made several “Industry Studies” which could be reviewed for possible business ventures on a particular industry.
8. Consider “Development Plans”
The construction of roads, power facilities and other industrial and/or infrastructure 
concerns in an area by both government and private entities may convert an otherwise dull community into an active business district.  The first place to go to in this case is your local government unit, or the nearest National Economic and Development Authority (NEDA) Regional Office.  You could think of almost any pioneering businesses in these areas.
9. Consider “Old Projects”
Old proposals, which have not materialized before because of certain conditions
may now prove feasible.  For example, strict import restrictions before that obstructed the growth of processing factories requiring imported raw materials may now prove feasible with the easing of import regulations.
10. Consider the “Business Periodicals”
Many business magazines have information about new products, processes and 
contain valuable economic information regarding other places.  Newsweek, for example, has a regular page for new products.  Other publications with similar information are Woman (Health and Home). Popular Mechanics, Business Ideas, and the PCCI Bulletin (published by the Philippine Chamber of Commerce and Industry).
11. Consider “Industry Lists”
The “Philippine Standard Industrial Classification” contains a list of all Philippine
products, which could be used as a checklist.  The Securities and Exchange Commission (SEC) yearbook, as well as other SEC – published materials could also be good sources of information and ideas.  The Bureau of Investments (BOI) publishes “The Philippines’ Investments Priorities Plan” which contains a list of projects that are given priority and incentives by the Philippine government. 
12. “Follow Experience Elsewhere”
Knowledge of economic activities in other places having the same conditions in
your particular project site may suggest similar business ventures. For example, “kapok” (silk cotton trees) products command a very high price in the United States and Canada in the manufacture of baseball bays.  Similar tropical countries especially in Indonesia, but not in the Philippines extensively exploit kapok.
Different Study Possibilities
	Depending on your particular business needs, you may not need a detailed feasibility study but other types of studies like opportunity studies.  If you only want to identify business opportunities or investment ideas, opportunity studies may be made by analyzing:
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a. Natural Resources with particular potentials for processing.  Some examples of these would be lumber from wood-based resources, metalcraft industries from mineral-rich localities, etc
b. Existing agro-industrial patterns in your locality;
c. Future demand for some consumer goods or some newly developed ones that may become feasible because of let say, an increase in population;
d. Imports for identifying local substitutes;
e. Manufacturing industries that are successful elsewhere that are suitable locally;
f. Possible inter- linkages with locally existing industries;
g. Expansion and diversification possibilities for existing industries in terms of new product lines and/or production capacities;
h. The general local investment climate;
i. Industrial and manufacturing policies in your locality;
j. Costs and availability of certain production factors in your area ; and
k. Export possibilities
Opportunity Studies are generally vague in nature as the final research output relies more on statistical estimates.
Opportunity Studies may be:
One:  GENERAL - studies that are made especially in developing countries through their governments and local institutional agencies with the prime purpose of pinpointing specific investment proposals.  They maybe Area studies, sub-sectoral studies or resource-based studies that seek to identify opportunities in these areas, and
Two:   SPECIFIC - these studies derived from general economic indicators that serve as an attraction for investors.  These studies transform a business idea into a more detailed project proposition. Examples of these are “investment profiles: that are made for stimulating the necessary responses from interested businessmen.
The outside experts and specialists that may be needed in a Feasibility Study:
	As a general rule, no one knows everything.  In most colleges, the feasibility study course is a group work.  The members therefore must be able to work cohesively and must possess skills that will cover all the different aspects of the study.
LAWYERS – who will provide valuable legal information and advises
CORPORATE MANAGERS – who could help propose operations and management strategies including marketing and production schemes and proposals/designs
ENGINEERS AND CONTRACTORS – who could help make construction estimates and other technical expenses for your project’s buildings and offices
ACCOUNTANTS – who will be very helpful in the proposal, design, and management strategies of your project’s financial requirements and management operations and
EXTENSION OFFICERS – these are various professionals who could provide direct assistance in the requirements and design of your project’s socio-economic reputation within the community
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Textbooks:

A feasibility study guidebook for Students and Entrepreneurs, Jorge H. Cuyugan, Bright Concepts Printing House, 2020


Writing Project Feasibility Study, Nick L. Aduana, C & E Publishing, Inc. 2021
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